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MAURITIUS: KEY ECONOMIC INDICATORS 
(All values in USS million unless otherwise indicated)@ 


c & ch gage 
1982 1983 1984 83-84 


INCOME , EMPLOYMENT, POPULATION 


Gross Domestic Product (GDP) at market prices 1,078 1,091 1,071 +11,2 
Real GDP at constant prices 921 909 894 - 
Real GDP Growth Rate 5.8% 0.3% 3.1% 

Per Capita GDP 973 950 925 

Labor force (thousands) 339 347 360 


Unemployment 22% 22-25% 18-20% 
Population? (thousands) 949 957 966 


MONEY AND PRICES 

Money Supply 160 154 
Commercial Banks' Prime rate 14% 12-15% 
Inf lation 11.4% 5.6% 
Average exchange rate: US$1= 10.87 11.71 


COMMODITY EXPORTS 

Sugar 228 
Molasses : 
Tea . 16. 
Knitwear and apparel : 84. 
Fish and Fish preparations 

Processed diamonds and synthetic stones 


BALANCE OF PAYMENTS AND TRADE 


Overall Balance of Payments® 

Balance on Current Account® 

Balance on Trade Account®& 

Foreign Exchange Reserves 

External Public Debt 

External Debt Service ratio®& 21.7% 23.6% 
Gross Exports 366 368 

Exports to the U.S. 29.7 oe 

Gross Imports 464 440 

Imports from U.S. 24.4 12.9 

U.S. Share in Trade 6.5% 5.4% 


TOURISM 
Tourist arrivals (thousands) 118 124 140 +13.1 
Earnings from Tourism 41.4 42.9 44.2 + 16.3 


Notes: (a) All conversions to dollars are at the average exchange rate prevailing 
during the period covered $1.00 = 10.873 rupees (1982); 11.706 rupees (1983); and 
13.36 (1984) (b) percentage changes in the above table and throughout the text are 
based on Mauritian rupee values and not on U.S. dollar equivalents; (c) 1984 figures 
are estimates; (d) population figures do not include the population of the island of 
Rodrigues, a dependency of Mauritius. Rodrigues has a population of 36,205 in 1984; 
(e) fiscal year: July-June. 
Sources: 1. Bi-Annual Digest of Statistics of Central Statistical Office. 

2. GOM's 1984-85 budget speech. 


3. "Economic Indicators" bulletin of the Ministry of Economic Planning 
and Development. 





SUMMARY AND BACKGROUND 


Mauritius is a small, densely-populated Indian Ocean island country. 
It lies 1,000 miles off the east coast of Africa. The Mauritian 
population of one million is a mosaic of different races---Hindus and 
Moslems of Indian heritage, Creoles of mixed descent, Europeans, and 
Chinese. Mauritius has a parliamentary democracy, and has maintained 
an excellent human rights record since independence from Britain in 
1968. Political, civil, and economic rights are protected under the 
Mauritian constitution and exercised in practice. 


Mauritius is an advanced developing country with a per capita income 
of about $1,000. The economy is based on sugar production tourism, 
and export-oriented manufacturing, including textiles. A strong 
private sector co-exists with state-owned enterprises. In 1984, the 
economy started to pull out of a recessionary period that had been 
caused by reduced foreign demand, stagnant tourism, climatic problems, 
declining sugar prices, and a large overhanging foreign debt. 
Unemployment, which peaked at 25 percent in 1983, fell to 20 percent 
by mid-1984,. Manufacturing, tourism, and construction were expected 
to recover strongly. Mauritius has adopted a development strategy 
based on encouragement of the private sector. Austerity and 
readjustment policies are being carried out in line with large loans 
from international agencies. 


Mauritius actively seeks foreign investment, and its stable political 
Situation, attractive fiscal and financial incentives, good 
infrastructure, and plentiful and relatively cheap labor force make it 
a prime location for foreign investors. Substantial opportunities 


also exist for exports of equipment for major development projects. 
U.S. suppliers and contractors are encouraged to participate in trade 
activities the Department of Commerce is planning in 1985 to promote 


agricultural equipment, food processing machinery, and hotel and 
restaurant equipment. 


STRONG RECOVERY IN 1984 


Mauritius showed signs in late 1983 and 1984 of recovering fram the 
economic and financial difficulties it faced during recent years. 
Given the openness of the economy, these difficulties derived 
primarily from external factors: the worldwide recession, reduced 
demand and protectionist measures in its trading partners, depressed 
world sugar prices, and a decline in the value of the Mauritian rupee 
vis-a-vis foreign currencies, especially the U.S. dollar. 


The economy stagnated in 1983, with Gross Domestic Product (GDP) 
increasing by only 0.3 percent compared to 6 percent in 1982. In 
addition to the factors cited above, this weak performance was caused 
by a low sugar crop, the result of a severe drought during the year. 
Sugar production fell to 605,000 tons after 688,000 tons in 1982. 
This shortfall reduced overall output in the agricultural sector by 11 
percent. Manufacturing, consisting mainly of sugar processing and 


labor-intensive exports such as textiles, was up less than one 
percent. 


By the start of 1984, there were indications that Mauritius was 
heading for a strong recovery. Renewed growth in foreign markets 
stimulated a 16 percent expansion in Mauritius’ export-oriented 
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manufacturing sector, led by the Export Processing Zone (EPZ). 
Tourism, the third leading export earner behind sugar and manufactures 
was expected to have a record year: 140,000 arrivals during 1984. 
Construction remained strong as several major infrastructure projects 
were wrapped up, including the Champagne Hydro-Electric Plant. 

Foreign investment flowed in, including investment from Hong Kong. In 
anticipation of this expansion, investment expanded by 3.1 percent in 
real terms in 1983, compared to declines in each of the four previous 
years. Unemployment, which peaked in 1983 at about 25 percent, began 
to come down as about 10,000 new jobs were generated, especially in 
the manufacturing sector. While much of this recovery was offset by 
continued weakness in the sugar sector, real GDP growth was expected 
to reach 3 percent during 1984. 


Despite this recovery and expansion in demand for investment capital, 
inflation has been kept under control. After racing to over 40 
percent in 1980, the inflation rate was just 5.6 percent in 1983, the 
lowest rate in twelve years. In 1984, the rise of the U.S. dollar and 
a 10 percent surcharge on import duties imposed by the Mauritian 
Government raised the prices of several key commodities. Inflation 


was expected to rise somewhat, but remain below the double-digit 
level. 


FOREIGN EXCHANGE CRUNCH AND LARGE FOREIGN DEBT 


Scarcity of foreign exchange is the major shadow over Mauritius’ 
future growth prospects. The balance of payments deficit for fiscal 
year 1983-84 (July-June) was about $47 million, more than twice the 
deficit of the previous year. The average end-of-month foreign 
reserves position for the period was about $35 million, less than one 
month's imports. For 1984-85, the current account deficit is expected 
to increase to $46 million, while the overall deficit is projected to 
decline to $16 million. Mauritius resorted to the Eurodollar market 


in September 1984, borrowing $40 million at relatively unattractive 
rates. 


The Eurodollar loan increased Mauritius' already large foreign debt, 
which totals well over $500 million. About 60 percent of this debt is 
denominated in U.S. dollars and one-third was contracted at market 
interest rates. Thus, the 40 percent appreciation of the dollar 
vis-a-vis the Mauritian rupee during the past three years, and high 
international interest rates have beeen costly. Debt servicing now 
consumes about 25 percent of exchange earnings; this ratio should 
remain high through 1985. Thereafter, as Mauritius finishes paying 
off some large foreign loans to Lloyds Bank(1984), Citicorp (1985), 


and Caisse Nationale de Credit Agricole (1986), the debt service 
burden will decline somewhat. 


This exchange crunch makes Mauritius particularly dependent on foreign 
loans and grants. 


Foreign assistance is the government's largest single source of 
revenue, supplying more than one-fourth of its total receipts. Gross 
inflow for 1984-85 is expected to reach about $110 million. More than 
half of that total will come from international financial 
institutions: the International Monetary Fund through a possible fifth 
stand-by arrangement, now being negotiated, and regular tranche 
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drawings; and the World Bank, through the second structural adjustment 
loan and other project assistance. Two World Bank loans, for $30 
million each to assist industrial development and agricultural 
diversification, are under consideration. Other key sources include 
the French, the African Development Bank, Arab agencies, European 
Development Fund, United Kingdom, and India. Bilateral assistance 
from the United States during fiscal year 1984 included $4 million for 
the purchase of vegetable oil under the Commodity Import Program--the 
largest grant Mauritius received--and another $2 million in smaller 


grants for program in family planning, labor development, educational 
exchange, and supply of food. 


CONTINUED FOREIGN FAITH IN ECONOMIC POLICIES AND PROSPECTS 


Foreign agencies continue to express faith in Mauritius’ economic 
future and approval for the policies adopted by the government. 
Government development strategy seeks to control public expenditures 
and inflation, reduce the budget deficit as a percentage of GDP, and 
conserve scarce foreign reserves. Among the measures adopted to 
pursue these goals were: strict monetary policy, with quasi-money 
growing just 16 percent, the lowest increase since the 1970's; 
restraint in government spending, including a reduction in food 
subsidies and limits on government employment; and efforts to increase 
revenues such as a new withholding tax on dividends and customs duties 
on luxury goods and parastatal capital imports. Several key capital 
projects were put on the back burner, as the Public Sector Investment 
Program was trimmed. The net result was a reduction in the budget 
deficit to Rs 1 billion,less than 8 percent of GDP. 


KEY SECTORS OF THE MAURITIAN ECONOMY 


SUGAR: The Mauritian economy is dominated by the sugar industry. 
Sugarcane occupies aout 90 percent of the arable land. It provides 
20 percent of GDP, two-thirds of export earnings, and one quarter of 
total employment. Mauritius exports most of its sugar to the European 
Economic Community and the United States at highly preferential 
prices. The U.S. quota, decreased by 14 percent for fiscal year 1985, 
pays about five times the world price. For the past few years, the 
Sugar industry in Mauritius has faced a shortage of investment 
capital, declining world prices, inefficiency among some producers, 
and poor weather conditions, including both droughts and cyclones. 

The GOM is working to restructure and rehabilitate the industry, 
Supported by the World Bank. A Sugar Authority was set up in April 
1984 to carry out the program. The GOM has also encouraged production 
of alternative crops, such as tea, vegetables, and tobacco. Despite 
these ambitious efforts to diversify agriculture, the sugar industry 


will remain the backbone of the Mauritian economy for many years to 
come. 


MANUFACTURING: To reduce Mauritius’ dependence on sugar and stimulate 
its nascent industrial base, the GOM created the Export Processing 
zone (EPZ) in 1970. Attractive incentives quickly led 120 local and 
foreign investors to set up EPZ factories. After a lag in the late 
1970's and early 1980's, due to the worldwide recession and strong 
competition from newly-established free zones in other countries, EPZ 
activity picked up again in 1984. From January to September, 25 new 
EPZ firms were set up, creating 10,000 new jobs. Based on statistics 
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for the first half of 1984, total EPZ exports were expected to expand 
by 35 percent to $151 million in 1984. The GOM encourages new firms 
in the electronic, plastic, and agro-based industries. 


There is a heavy concentration of textile firms in the EPZ. More than 
half the 170 firms are in the knitwear and clothing business, repre- 
senting 80 percent of employment. Mauritius is the third largest 
exporter of woollen knitwear in the world. Exports of knitwear to the 


United States are subject to a quota (115,000 dozen per year), due to 
be renegotiated in 1985. 


TOURISM: Tourism is Mauritius’ third largest foreign exchange earner 
after sugar and manufacturing. About 125,000 tourists spent $43 
million in 1983, up from $41 million the previous year. The outlook 
for the tourist industry for 1984 is even better. Based on figures 
for the first half of the year, Mauritius expects to have a record 
performance during 1984, surpassing the boom year of 1979. At the end 
of 1983, there were 55 hotels with 2300 rooms and 5000 beds. Given 
the various expansion and new hotel construction projects underway and 
those that are currently being planned, 300 additional rooms are 
expected to be available by March 1985 and 700 more by 1986. 


GOM DEVELOPMENT STRATEGY: PRIVATE SECTOR FIRST 


The Mauritian economy is characterized by close cooperation between 
private entrepreneurs, government ministries and para-statal enter- 
prises. In recent years, government policy has shifted away from 
social-oriented projects and towards providing productive infrastruct- 
ure such as transport, communications, power generation, and industri- 
al sites. Large state controlled agencies like the Central Water 
Authority, the Development Works Corporation, the Central Electricity 
Board, and the Development Bank of Mauritius have played a key role. 
Still, the government relies on the private sector to spearhead the 
economic recovery. Export processing and import substitution indus- 
tries receive attractive incentives. In the 1984-85 budget, the 
corporate tax rate was reduced from 66 percent to 35 percent. Through 
its monetary policy, the government ensures that cheap capital is 
available for priority projects. To avoid public sector squeezing of 
liquidity, the government's Management Audit Bureau has insisted on 
financial accountability from its large parastatals. Some of these 


agencies, like the Development Works Corporation, may be made financi- 
ally autonomous. 


EXCELLENT CLIMATE FOR FOREIGN INVESTMENT 


Combining attractive investment incentives, strong entrepreneurial 
traditions, a stable government dedicated to development ‘ 
through the private sector, an inexpensive and productive labor force, 
and good industrial infrastructure, Mauritius is a most attractive 
site for foreign investors. Recognizing the role to be played by 
foreign investment in diversifying the economy and providing capital 
and technology, the Mauritian government and private sector have 
embarked on a series of investment missions aroad, including visits 
to the Far East, Europe, the Middle East, and most recently, the 
United States. The Export Processing Zone continues to attract new 
industry in sectors ranging from textiles to precision instruments to 
leather goods. In the first half of 1984, over $20 million flowed 
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into the zone, producing about 6,000 new jobs. Hong Kong was the 
leading source of new foreign investment, accounting for just over 
half. Two new agencies were established to promote industrial 
development: the Joint Commission for Industrial Promotion, and the 
Mauritius Export Development and Investment Authority (MEDIA). MEDIA 
will serve as a “one-stop investment center" to assist investors to 
take advantage of special investment incentives available to them. 
These may include ten-year total income tax relief on corporate 
income, duty-free inputs. partial tax exemptions on re-invested 
profits, tax holidays on dividends, free repatriation of capital, and 
preferential access to loans from commercial banks and the Development 
Bank of Mauritius. Investment insurance from the Overseas Private 
Investment Corporation is available for qualified U.S. investors. For 
more information, potential investors should obtain the U.S. 


Department of Commerce report, "Investment Climate Statement for 
Mauritius." 


IMPLICATIONS FOR THE UNITED STATES 


Trade between Mauritius and the United States is still small. The 
U.S. is the tenth largest source of Mauritian imports, the list being 
led by Bahrain (petroleum), France, Britain and South Africa. U.S. 
exports to Mauritius, totalling $12.9 million in 1983, included food 
-- mainly rice, wheat flour and vegetable oil purchased under U.S. aid 
agreements -- agricultural and industrial equipment, chemicals, and 
various manufactures. The United States is Mauritius’ third largest 
foreign market, behind Britain and France. Mauritian exports to the 
United States, totalled $31 million in 1983, and consisted of sugar, 
textiles, molasses, eyeglasses, processed diamonds, and simple 
Manufactures. Many Mauritian exports to the United States benefit 
from tariff exemptions under the Generalized System of Preferences 
(GSP), with a total duty saving of about $1.7 million. GSP was 
renewed in late 1984 by the U.S. Congress. 


There is considerable range for expanding U.S. exports to Mauritius. 
Still, exports are hindered by a number of factors: (a) the great 
distance between the two countries (10,000 miles), aggravated by no 
direct shipping services and high transport costs; (b) 
long-established economic and commercial ties between Mauritius and 
Europe, particularly England and France, as a result of Mauritius’ 
colonial past; (gq) the rise in the U.S. dollar, making U.S. goods 
less competitive with their European and South African competitors; 
and (d) the small size of the Mauritian market and the fact that 
Mauritius remains unknown to American business. 


Following the visit of a high-level delegation of Mauritian 
businessmen to the United States on an investment-seeking mission in 
September 1984, commercial relations between the two countries are 
expected to expand. The U.S. Department of Commerce will stage 
video-catalog exhibitions in Mauritius in 1985 to promote U.S. 

exports in various sectors with good potential. These sectors include 
agricultural equipment, in particular drip irrigation equipments; 
hotel and restaurant equipment; and food processing machinery. U.S. 
exporters interested in participating in these events should contact 


the U.S. Department of Commerce, Office of African Affairs, in 
Washington. 





MAJOR DEVELOPMENT PROJECTS 


The following projects, included in the GOM's Public Sector Investment 
Program for 1983-86, could yield export opportunities for U.S. suppli- 
ers and contractors. All prices are based on 1983 estimates: 


(1) Drip Irrigation Project: A pilot subsurface drip irrigation proj- 
ect on 400 acres of Land at Souvenir under the Northern Plains 
Irrigation Project Stage II is scheduled to start in early 1985. 


This project, estimated at $1.3 million, will be financed by 
USAID. 


Flour Mill and Grain Complex: This $25 million project, co-fi- 
nanced by the African Development Bank and the Arab Bank for 
Economic Development in Africa, is expected to see prequalifica- 
tion of contractors by the end of 1984. Construction is planned 
to start in 1985. This project will provide facilities for 


unloading and handling of rice and wheat, and the setting up of a 
flour mill. 


Bocage-Guibies Water Supply Project: In 1982, the project cost was 
estimated at $19 million. Both ADB and French Caisse Centrale de 
Cooperation Economique have agreed in principle to help finance 
the project. The project is expected to start in 1986. 


Telephone Switching System Stage III: Project cost: $6 million. 
SOFRECOM, a French firm, carried out a study in 1981 on the 
modernization and extension of the telephone network. The project 
will install 22,500 telephone lines. 


Further Telephone Network Expansion (External line plant): Project 
cost:$12 million. The project will purchase cables, poles, trans- 
mission equipment and accessories, and complete civil engineering 
work for the subscribers' distribution network. A follow-up to 
Stage III of the Telephone Switching System, the project will be 
financed mainly by French Caisse Centrale. 


Phoenix-La Vigie-Mahebourg Carriage Way: Project cost: $8 million. 
The project will construct a 20-mile road across the island. 
French Fonds d'‘Aide et de Cooperation and the European Development 


Fund have agreed to help finance this project, which is scheduled 
to start in April 1985. 


Mauritius First Highway Project - Upgrading and Repairs: The World 
Bank has approved a $15 million loan, which will improve 45 miles 
of main roads. It will also assist the Ministry of Works' main 

workshop, Construct a vehicle examination center, and procure road 


patching equipment and portable weighbridges. The project will 
start shortly. 


(8) New Port Project: cost $6.6 million. French firm has completed 
a master plan for the development of the Port Louis port. The 
project will create separate marine facilities to handle danger- 
ous liquid cargo, purchase fire equipment, fence the port area 
for security reasons, improve the cargo handling system, 
construct a store complex, and purchase a heavy tug of 3000 HP 
and several cranes. This project may be financed by a line of 
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credit of 12.2 million pounds sterling ($16 million) offered by 
British Government. 


Upgrading of Plaisance Airport: Stage I of the project will soon 
be completed. Stage II will install navigational aids and equip- 
ment ($2.2 million) and construct a new terminal building ($24.4 
million). The second stage will be financed by a loan from the 
Chinese Government, and is scheduled to start in 1985. 


Bagasse Pelletization Plant: A pilot project for the pelletiza- 
tion of by-product of sugar cane, for the production of energy on 
Beau Champ Sugar Estate will shortly be completed. An electrici- 
ty-generating plant using bagasse pellets and coal has already 
been mounted at another sugar estate. The successful implementa- 


tion of these projects will open the way for other pelletization 
plants to be installed. 


Computers and Software: The GOM plans to use part of a line of 
credit of 12 million pounds sterling ($15 million) offered by the 
U.K. Government in 1983 to finance computerization of its revenue 
collection departments, in particular the Customs Services and 
the Income Tax Department. 


More details about the above projects and other potential trade oppor- 


tunities may be obtained from the Department of Commerce in Washington 
or the U.S. Embassy in Port Louis. 


Most of the larger development projects in Mauritius are financed by 


bilateral aid or international financial institutions. The GOM has 
adopted a guideline that any new capital project be financed by at 
least 60 percent foreign funds. Since aid is often tied to procure- 
ment in the donor country, U.S. firms should work through their 
Subsidiaries and/or representatives in those countries. U.S. suppli- 
ers may also consider appointing a local agent in Mauritius. The U.S. 
Department of Commerce Agent-Distributor services can be helpful in 
this regard. Similarly, American architects, contractors, and engi- 


neers will compete more effectively if they enter into joint ventures 
with Mauritian counterparts. 
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